Introduction
Emerging economies have created a new business environment requiring new strategies and a company's reconfiguration of resources, capabilities, and processes to sustain competitiveness. In particular, the BRIC economies (Brazil, Russia, India, China) have delivered significant challenges to the developed economies through their low-cost, production and service advantages, which challenge the traditional business models used by Western companies (Hoskisson et al., 2000) .
Knowledge plays a central role in the internationalization processes of the firm in a number of ways (Petersen, Pedersen and Lyles, 2008) . The international firm needs to learn and use knowledge in the different international markets in which it is operating. Knowledge acquisition is one of the key factors behind a firm's international behavior in terms of selection of foreign markets, entry modes and the speed of the process. Learning is essential for product adaptation as well as for achieving innovation successfully (Kafouros et al., 2008) , because organizational routines and structures are better integrated for internationalization when firms develop and retain abilities to learn and share knowledge.
The franchising system implies an organizational arrangement in which knowledge transfer is a critical process to achieving positive results (Darr et al., 1995; Paswan et al., 2004; Paswan and Wittmann, 2009) . In this way, international expansion of franchising systems has been studied from the standpoint of developed countries (Eroglu, 1992;  The Development of Absorptive Capacity 187 Fladmoe-Lindquist, 1996; Quinn, 1998; Quinn and Alexander, 2002; Doherty, 2007) . Despite the growing interest in the phenomenon, there are few seeking to understand it in emerging markets (Alon et al., 2010) . In Brazil, the number of franchising networks and units is steadily increasing, while the international expansion of Brazilian franchising systems follows that trend, with nearly 70 networks operating abroad (Melo and Andreassi, 2010).
Foreign franchising networks based in Brazil have not always had the success expected. Some successful Brazilian franchising networks were not successful in their international operations either. Because knowledge management is very important for franchised companies, maybe its process within knowledge mechanism transfers and the franchisee's absorptive capacity can show some reasons leading to franchise success. Therefore, the question this study seeks to better understand is, "Do Brazilian and foreign franchise networks manage absorptive capacity differently in regard to its four dimensions?"
The main contribution of this study is to identify new insights related to the knowledge-management process, specifically on absorptive capacity, in franchising systems operating in an emerging economy.
The chapter is divided into the following parts: Firstly, the theoretical concepts on knowledge management, knowledge transfer and absorptive capacity are presented. Building on this view, a framework is developed, thus providing the basic constructs for a survey of franchisees operating in Brazil. The research methodology is shown; and, finally, we present the findings and conclusions.
Literature review Strategies and knowledge in emerging economies
Emerging economies are assuming an increasingly prominent position in the world economy. The growing importance of emerging economies is reflected in recent years in an upsurge of strategy research on the topic. Emerging economies provide a new context in which to understand the relative strengths and weaknesses of these different perspectives. In this way, Hoskisson et al. (2000) have identified four conceptual perspectives in the context of emerging economies: transaction-cost theory, agency theory, resource-based view theory, including capabilities, knowledge, and learning perspectives and institutional theory.
The resource-based view is concerned with the influence of firm resources and capabilities in explaining why firms differ and how they
